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RE: RM2017-3, a comprehensive evaluation of the ratemaking system provided within 39 U.S.C. 3622; 

Comment to PRC Order No. 4258 

 

 

Dear Commissioners: 

 

     The Elks Magazine is a Nonprofit Periodical, the official publication of the 800,000 members of the 

Benevolent and Protective Order of Elks of the USA, a 501(c)8 charitable, patriotic, 150-year-old Fraternal 

Order.  The Elks National Foundation (ENF), a 501(c)3, raises funds by Nonprofit Standard and First Class Mail 

among members the Order, not the public. Over the years, the ENF has built an endowment from which only 

earnings are disbursed. We maintain a low 7.7% overhead ratio with annual program expenditures of 

approximately $30 million involving community service projects, scholarships, Veterans and youth programs. 

The Order’s combined postage is in range of $4 million, including approximately 48 Elks state newspapers and 

over 1,900 Local Lodge bulletins. 

 

     I wish to focus my comments on PRC Order No. 4258 related to Outside County Periodicals and the proposal 

to increase this non-compensatory category by 2% per year until attributable costs are fully covered.  

Measured coverage for FY2016 is 73.5%. 

 

     The PRC solution within Order 4258 is at odds with a long history of rate making rulings prior to PAEA of 

2006. I recall being interviewed by a reporter from the Milwaukee Journal Sentinel in the mid-1990’s about a 

USPS Periodical rate proposal before the PRC. With informal vernacular, I noted several reasons against the 

proposed increase. “Wait and see, the USPS will not win this debate,” is a close approximation of my “expert” 

summarization. The reporter concluded the Postal Service had a different plan and a sound argument. My 

publisher at the time was none too pleased, and suggested I not speak to reporters again. Of course, my 

prediction eventually proved accurate. Mailers won the day and what increase came from the PRC review was 

mitigated. (Not that I have carried a grudge lo these twenty years, I am just making a point.)  

 

   The mailing industry has applied several advancements in work-sharing over the years, for example Drop 

shipping (zone skipping), Co-palettization, and co-bundling of various magazine titles to build delivery density 

and thus efficiency.  Yet, magazine cost coverage measured by the USPS has decreased over time. Mailers have 

little to show for these initiatives, some of which do not necessarily save money in combined cost, although 

certainly save the USPS expense. The USPS has worked to find solutions also, but the failure of the FSS (flats 

sorter) has not helped. At meetings we look at bundle breakage on flats sorters as if solving 3% to 4% broken 

bundles have some hidden answer to Periodicals cost coverage. They don’t. The cause is the failure of flats 

sorting equipment in general to realize promised savings. Periodicals are too small in postal revenue and 

volume to absorb the related capital expenditure.  

 

     The mailing industry has argued successfully against above CPI postage rate increases for years.  And won.  

We now face a clean-slate approach by the PRC which throws out years of prior deliberation, one that focuses 
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on pricing alone rather than accuracy of measurement and accountability.  Instead, the PRC should demand 

more transparent analysis of Periodical cost and why years of progress in the industry has resulted in limited 

cost coverage efficiency. This is an objective equal to the assurance of adequate revenues. 

  

     FY2017 Periodicals revenue and pieces were 3% and 3.7% of Market Dominant Mail, a pittance in 

comparison to other classes. Solving this pricing\cost-coverage equity brings us barely any closer to solving the 

financial issues of the USPS.   

 

     Assuming the PRC’s proposal of +7% annually with no change in volumes as a result, Periodicals cost 

increases for the year would amount to only 0.8% or $27.5 million of an entire annual postage increase of $3.4 

billion. 

 

     Should every class of mail cover its cost? Yes. But Periodicals postage rate cells are many and very complex. 

With proper oversight, there is time to re-examine costs in Periodicals mail and find an equitable solution, one 

other than a 7% yearly increase 2019 to 2023 and a fraction longer for those “underwater.” That would be 

DEVISTATING to the magazine publishing industry. There is time. This need not happen now. 

 

     I strongly urge the Commission to take a long-term, systemic view of the current rate-making law which has 

served Periodicals mailers and the USPS well, and stay the course.    

 

 

Sincerely, 
 
 
 
 
Phil Claiborne 
Director of Circulation 
The Elks Magazine 
425 W. Diversey Pkwy 
Chicago, IL  60614-6196 
p: (773) 755-4910 (w) 
e: PhilC@Elks.org 

 


